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The Social Aspects of 


Better Housing 


Providing Better Living Conditions for 
Our Lowest Income Groups Is Seen 
as the Key to Less Crime and 


Social Decay 


EHIND the blue prints and the 

front elevations of American 

housing lie the critical social 
issues involved in family living. 

We are a nation of individualists. We 
have always gone on the theory that the 
individual should be let alone to run his 
own affairs as he pleased. We have for 
gotten that the liberties of the individual 
in the matter of how he shall live, and 
where, have been seeping away with 
each recurring decade of growing eco 
nomic pressures until today the Ameri 
can householder is seldom a free agent 
in selecting his home or determining its 
physical characteristics. 

In our agricultural past—back of the 
year 1900—the majority of us were 
home owners. Only the poorest of the 
poor lived by suffrance in other people's 
houses. But home ownership soon 
ceased to be a widespread reality. To- 
day it is only an ideal. Public men and 
other leaders still talk of it as being 
necessary to the salvation of empires 
just as presidents and monarchs still talk 
of large families and still urge the cou- 
ple on a thousand a year to have ten 
children. Home ownership is a myth, 
and for a good and an increasing rea- 
son. That reason is the mobility of 
labor coupled with the uncertainty of 
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income. The American laborer is almost 
nomadic in the sense that he must fol 
low the job wherever it leads him. The 
average stay of an executive, working as 





E have published many 

comments and observations 
in the past on the needs for bet- 
ter housing for lower income 
groups, but none that states the 
case in such basic terms as this 
article by the Director of Cur- 
riculum in Social Work of the 
University of Michigan. The 
author’s viewpoint is primarily 
that of the social worker who is 
concerned with the degrading 
social influences that spring 
from city slums. But Mr. Kelso’s 
remedy is not that of the cru- 
sader or starry-eyed reformer 
with no thought of the practical 
side. He says it is largely a job 
for private enterprise—a job 
that should be recognized and 
tackled. 





most of us work for a national corpora- 
tion, is said to be about two years in any 
one place. The average for the laborer 
is a matter of months. 


Every individual therefore is a po- 
tential victim for the land speculator 
who will sell him the land and the house 
on it for a low down payment, the ulti 
mate price being usually far and away 
beyond the proper maximum two years 
of expectancy in income, counting of 
course upon ousting him at the first 
failure in payment. 

It is altogether probable that more 
than half the little homes in the cities 
of the United States have been through 
the economic wringer at least once. The 
so-called owner has only been a tenant 
in fact, though he has paid rent far in 
excess of the economic value of his ten- 
ancy. So home ownership is declining 
rapidly toward the vanishing point; and 
the lower-cost housing in the future is 
housing for tenancy only and needs to 
be thought of in its construction, its 
financing and its maintenance on a rent- 
house basis. 

The builder of other days used to ex- 
pect the prospective house owner to em- 
ploy a skilled architect who would 
design a house according to the owner’s 
desires and the architect’s understanding 
of what would be serviceable, durable 
and most pleasing in appearance. From 
these blue prints the dwelling became a 
reality. Today the job is done by a lum- 
ber company or an organization which 
controls the building materials, sells the 
land, puts the house on it and offers it 
for sale. The price runs usually from 
five to forty thousand. The venture has 
been undertaken in order to sell rather 
than to rent, and to sell to somebody 
who has economic security enough to 








make it possible for the building con 
pany to realize fairly soon on their 
money 

Poor families cannot buy new houses 
They can seldom rent them. They are 
supposed to live in wasted areas aban 
doned by their former occupants who 
have been able to move to son ething 
better. We have no practice in this 
country of setting up a minimum stand 
ard in housing and requiring that no 
residence shall be allowed to fall be 
low it 


How Much Do We Know? 


What do we know about the physical 
and social conditions under which 
American families now live? It is to be 
admitted that though we have much in 
formation it is still fragmentary. Grad 
ually old guessing is being replaced by 
accurate statistical information regard 
ing housing, especially housing in our 
cities. A couple of years ago the De 
partment of Commerce canvassed a 
group of more than 2,600,000 dwelling 
units scattered through 64 cities in 48 
states and found 4 percent unfit to live 
in; 20 percent in need of structural re 
pair; 36 percent in need of minor re 
pairs; 40 percent in good condition. As 
a part of that study just under 10 per 
cent had no electric lighting; more than 
17 percent were overcrowded on a basis 
of 1.51 persons per room; over 17 per 
cent had no indoor private toilets; a 
fourth of the lot had neither tub nor 
percent had no 
percent 


shower bath; over 
gas for cooking and over 40 
no furnace or boiler. A more recent 
study by the same authorities in 204 
cities has resulted in no material change 
in these percentages 

In 1935 a careful house-to-house can 
vass in Cincinnati showed that among 
the dwellings of white families 60 per 
cent had a sink and running water; a 
half of all that paid from six to seven 
dollars a room per month had only a 
sink; as did 40 percent of all of those 
paying over seven. Note that in this 
Cincinnati study 28 percent of all the 
white families paid between 20 and 30 
percent of all their income for rent; 11 
percent paid from 30 to 40 percent and 
14 percent paid over 40 percent It isa 
well recognized standard in family bud 
geting that when more than 20 percent 
of the family budget is paid for rent the 
excess comes first out of creature com 
forts, next out of clothing and next out 
of food 

Numerous studies in the form of local 
surveys of housing conditions only mul 
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tiply these facts. Whether it be old 
Boston or New Gary or Philadelphia or 
Chicago or Detroit or Flint or the satel 
lite city of Pontiac, the story is all about 
the same. The poor live in the hand-me 
downs. These old houses are growing 
older and we are building very few new 
ones. Testimony before a recent Senate 
committee showed that on a census basis 
more than three million new dwellings 
would have been required merely to 
house additional families since 1930 at 
the occupancy standard of that year, 
without any allowance at all for demoli 
tion. Yet less than a million dwellings 
have been built since then and there 
must have been several hundred thou 
sand demolished in that interval. 

With at least 10 percent of existing 
dwellings unsafe or hopelessly unsani 
tary there would be something like three 
million dwelling units required over and 
above the new dwelling total mentioned. 

It is no wonder therefore that vacan 
cies dropped in the 1930-37 period from 
an average of eight or nine percent to 
somewhere between two and three per 
cent. It stands to reason that the num 
ber of decent homes available to low 
income families is at the vanishing point. 


Some Blight in All Cities 


In Cleveland at least 15 percent of all 
the families in the city, that isto say at 
least 45,000 families in the metropolitan 
area, live under serious sub-standard 
housing conditions. In Pittsburgh ap 
proximately 40 percent; in El Paso, 
75 percent of all the Mexican families; 
in Buffalo, between 25 and 35 percent 
of all families; in Charleston, West Vir 
ginia, 40 to 45 percent; in Mobile, 60 
percent of negro tenant families; in 
Tampa, 96 percent of negro tenant 
families; in Newark, New Jersey, about 
30 percent of all families; and in De 
trot metropolitan area about 20 percent. 
The Detroit picture has been clarified 
somewhat by the recent real property 
survey sponsored by the Detroit Hous 
ing Commission 

Sub-standard housing and bad social 
conditions are closely related and if, by 
setting our national house in order, we 
can reduce the sub-standard condition, 
we may, by the same token, reduce the 
social evils that go with it. 

And what are those conditions? 

In Jacksonville, Florida, there is a 
wasted area covering 1.8 percent of the 
city’s terrain. In this patch live a large 
minority of the city’s population and out 
of it arise 32 percent of all major crimes 
reported to the authorities and 42 per 
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cent of all social crimes. The slum areas 
of Cleveland and Philadelphia are pro 
ducing juvenile delinquents at a rate 
three times as high as in the rest of the 
city. Birmingham and Hartford show a 
rate for their slums twice as high as the 
rest of the city. A 50-block area of sub 
standard poverty in Detroit shows the 
delinquency rate ten times as high as the 
city average. In a slum area of Chicago 
south of the loop 26 percent of all the 
boys between the ages of ten and six 
teen who live in the area have gone 
through the juvenile court in a single 
year. 


Slums Breed Crime and Decay 


The health showing is equally bad. 
Detroit shows three times as many cases 
of pneumonia per one hundred thou- 
sand population. In the “scrub” area 
of Tampa the death rate is 17.2 per 
thousand against a rate of 4.5 for the 
rest of the city and the disease rate is 
23.8 percent against 4.8. Cleveland has 
a human swamp covering .73 percent of 
the city’s area producing 13 percent of 
all the deaths from tuberculosis. Yet the 
people who live in that hole represent 
only 2.4 percent of the city’s population. 

I need not recount to you the human 
tragedy, the social wreckage and the 
civic loss involved in these conditions. 
It is enough to say that a blighted resi 
dential area is always an area of declin 
ing values and of tax delinquency and 
that the slums of a city are its most ex 
pensive luxury. 

Many say that the slum is a natural 
attendant of city life and point to the 
fact that sinks of this kind have existed 
in all the cities of the world since the 
beginning of history. This is of course 
true in the same way that it is true that 
dogs still have fleas. The fallacy in both 
instances lies in the assumption that 
since it has been, therefore it must 
always be. 

But it will take positive co-ordinating 
action by the people of the United 
States to bring anything like order out 
of existing chaos. The dweller himself 
cannot remove the sub-standard condi 
tions in which he lives. If he had the 
understanding and could get his fellows 
together he hasn't the means with which 
to do anything about it. A careful study 
of 1934 revealed the fact that some 
where in the neighborhood of 52 per 
cent of the city dwelling families of the 
United States were receiving less than a 
thousand dollars a year total income. 
The situation can be very little better 
today when something like ten million 


workers have no jobs. Government is 
supporting them with direct and work 
relief and is struggling to find them 
housing—not standard housing by the 
way—but just housing at $20 a month 
or less. 


Data on “Falling Houses” 


Two years ago the Chamber of Com 
merce in Detroit estimated a shortage of 
102,000 units in the low-income rental 
bracket. This results from the failure 
through many years to build any new 
units in this bracket. Consulting our 
old friend, the law of supply and de 
mand, it is possible to see at once what 
happens to the poor householder. In 
the average he can pay not more than 
$20 a month for rent. This figure will 
bring him only the remnant of discarded 
and semi-discarded dwellings. He is 
compelled to hunt in the slum; and there 
are people in these United States who 
say that it’s rather generous of the city 
to allow those sub-standard dwelling 
units to exist so that this poor devil may 
find a living place in them. So hard 
pressed is the poor householder, espe 
cially the poor householder with chil 
dren, that he is compelled to crowd his 
family into half the space it needs, often 
a single room. They must use toilets 
that are located in open corridors and 
accommodate from two to seven other 
families. 


An expert student of Detroit housing 
has told me, and has shown me proof 
that I think satisfactory, that about 
twenty-five acres of dwellings in Detroit 
fall down each year. I do not mean burn 
down or are taken down; they just natu 
rally lean over and fall down. Built on 
piling with inadequate wall bracing, thin 
as paper, they have grown old rapidly. 
The rats have eaten away a good part 
of the studding. The plaster has long 
ago fallen off and much of the lathe has 
gone for kindling. In the Detroit area 
overcrowding is a minor factor in com 
parison, say, with Boston. Yet the 
wasted areas of this newer city contain 
many buildings which cover the land 
109 percent, where the passages to the 
various dwelling units look like sewer 
conduits running through the basement, 
in the bottom of which is rubbish and 
filth. Many rooms are so dark that the 
visitor must stand for a few moments 
in order that his eyes may become ac 
customed to the dark; and in rooms of 
this sort he will find infants, mothers 
at confinement, and fathers who are in 
the advanced stages of disease. To say 
that the tuberculosis rate in our slum 
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areas 1S five times the average city rate 
is of course tantamount to saying that 
the visitor will not go far through one 
of these blocks of dilapidated homes 
without meeting the hollow eye and the 
hacking cough that emanates from these 
dark holes. 


If the American public were less 
prone to be satisfied with the morality 
of ages gone by and more inclined to 
think of the real, hard, cold facts of liv 
ing in this present day, we would add 
to those wise commandments against 
theft, covetousness and adultery, a de 
cree that thou shalt not as a people per 
mit the human family to live in squalor. 


We have lived together in America 
long enough to realize that the welfare 
of the individual citizen and home 
dweller is inextricably bound up with 
and dependent upon the common well 
being. We may develop our laws on 
crime and upon the police power in the 
protection of the public health to a high 
degree of perfection, but we shall never 
get at the causes which drive the indi 
vidual into anti-social conduct until we 
shall have done something that is con 
structive and preventative in the matter 
of the home conditions under which 
grown-ups have to live and in which 
children are to be born and brought up. 


The problem of housing cannot be 
dealt with constructively without a rea 
sonable zoning for land use in our cities; 
and that zoning cannot be effected intel 
ligently without careful regional and 
city planning. These are three distinct 
steps in progress toward competent 
housing. At the base of them lies in 
telligent public understanding of the 
main features of the problem with an 
equally intelligent public opinion emerg 


ing therefrom. 
Paging Private Enterprise 


The great necessity of the time is for 
an aggressive program under these three 
heads that may stimulate private enter 
prise in low cost housing, and that may 
bring our municipalities to the point of 
demanding that the physical equipment 
for home dwelling shall not fall below 
a minimum standard of health and de 
cency. One of the greatest dangers is 
that of ill considered programs which 
may bring about centralizations of po 
litical control that are unwholesome in 
a democracy. One of the great barriers 
in the way of carrying out a program 
in which the community takes part is 
that of preventing monopolistic price 
fxing in the building and building sup 
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How does public sentiment stand on 
FHA today? On other New Deal meas 
ures? And how do business men feel 
about these matters? Fortune's poll sup 
plies the answer. For one thing, 57 per 
cent of the business men queried said 
they'd like to see FHA continued. And 
these same business men would like to 
see other New Deal measures kept by 
these percentages: 

85 percent say keep bank deposit 
insurance 


78 percent say keep the CCC camps. 


65 percent say no more bank security 


afhliates. 


And from 22 percent to over 44 per 
cent would retain the Securities Act, the 
Utility Holding Company Act, the 
Wages and Hours legislation, and the 
Social Security Act. 


All this adds up to one thing, says 
the New York World-Telegram: That 
business men may not like everything 
about the New Deal but they do ap- 
prove some parts of it. So it might be 
wise for business men, says this paper, 
not to criticize the New Deal in blanket 
terms. A good deal of the same thought 
was prominent in Past President Waters’ 
Detroit address as it applied to mortgage 
banking. Members will do well to turn 
to that speech when their copy of the 
Year Book arrives and review it. 


tk * Bd 1K 


During the more than 25° years that 
MBA has been in existence federal, 
state and local taxes have increased 
nearly 5 times. During the last dec- 
ade, despite declining business activity, 
the boost has been about 50 percent. 
Before the last European War, customs 
duties supplied 43 percent of the federal 
tax revenues but today income taxes sup- 
ply almost this same amount. 


Most of the 1500 building codes in 
the United States need critical re-exami- 
nation to determine how far they are 
holding up new building. 





ply industries. Another, if you will, is 
that of bringing to the professional 
architect a lively conciousness of the 
social factors underlying his task of 
leadership in the program. 
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(Lssootation ACTIMITIES 


% NEWS OF WHAT’S HAPPENING 
AMONG MBA MEMBERS AND 
OUR LOCAL ASSOCIATIONS 





MBA LOCALS HOLDING ANNUAL FALL MEETINGS 


Local MBA associations are resuming 
their Fall and Winter activities. Last 
Thursday the Chicago Mortgage Bank 
ers Association held their annual meet 
ing at Hotel Knickerbocker, where 
MBA has held most of its interin 
Board of Governors meetings in recent 
years. The guest speaker of the evening 
was Prof. Bernadotte E. Schmitt of the 
University of Chicago who spoke on 
“The Diplomatic Background of the 
War.” Ferd Kramer was elected presi 
dent for the 1939-40 term. George H 
Dovenmuehle, retiring president, in the 
annual presidential address said in part 

“The result of the rejection of the 
new foreclosure law by the Illinois 
legislature is that we still have a most 
disgraceful situation in our state—a sit 
uation which strangles real estate and 
building activity and still prevents cer 
large institutional investors fron 


tain 
entering our market 


New Mortgage Law Needed 


“We must continue to work for a 
better foreclosure law, a law that will be 
fair to both borrower and investor alike 
At the next session we must see that 
such a bill is introduced—and passed 
for in this streamlined age, Illinois can 
no longer afford the waste and delay ot 
an archaic and wholly inadequate law 

‘Three insurance bills were presented 
to the legislature, framed to prevent vs 
from writing insurance. These bills, 
which we opposed, did not pass. Legis 
lators who were interviewed were 
amazed to learn that insurance is a very 
important part of our business; that we 
perform a real service for a borrowe1 
when we properly write his insurance 
and that his cost of obtaining money 
would be higher if we were prevented 
from writing it. I believe it is our pres 
ent job as mortgage bankers to maintain 
adequate insurance departments, so that 
we may properly underwrite every risk 
that is presented. Only in this way can 
we be sure that we will be able to an 
swer criticism which may again be di 
rected against us 

“The uniform trust deed is now 
ready. A committee has worked for 
years to produce it. I predict that it will 
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be widely accepted by investors, and 
mortgages, as a result, will become far 
more marketable than they are at the 
present time 

“The CMBA Fair Practices commit 
tee came about as the result of criticism 
leveled against the conduct of some of 
our members—criticisms that covered a 
wide range, including such things as 
rates and commission charges (as well 
as “no commission’ loans) methods of 
idvertising mortgage money, methods of 
solicitation, handling of applications, 





CMBA 


‘Ss 


chatting with T. A. Murphy of the 


George H. Dovenmuehle 





epartment ne incoln 








etc. Such criticisms are natural in a 
highly competitive business and it is 
probable that if we face them frankly, 
we can solve them by ourselves. A Fair 
Practices committee, before which 
charges can be fully discussed, can pre 
vent a raging internal strife. A code of 
ethics is almost ready to be presented to 
CMBA 

“Some one once said that whenever 
two competitors sit down together the 
public has just cause for alarm. This 
code is being designed to benefit th: 
public, for the Fair Practices committee 
has recognized the fact that clean com 
petition is the life of any industry 

“We in the mortgage business can 
learn from the automobile industry that 
the more economically a product can be 
produced, and the more favorable a 
price at which it can be sold, the more 


that product will be consumed by the 
public and the more money will be 
made by the producer. 

“IT do not feel that we should concern 
ourselves too much with artificial at 
tempts to maintain rates, for in the last 
analysis, these are determined by basic 
economic laws, such as “supply-and-de 
mand’, and by broad international move 
ments, such as “war and ‘peace’ over 
which we have no control. Rather I feel 
it is more important for us to try to so 
conduct our own businesses that, regard 
less of current rates, we can constantly 
reduce our own costs through increased 
efhciency; and by the use of better meth 
ods in conducting our business, pass 
these reduced costs on to the borrowing 
public. 

“That is the real way to prosperity 
and profit in our business—it is the tra 
ditional American way and if we 
follow it we will be doing our part to 
bring prosperity not only to our entire 
industry, but in some degree to the na 
tion itself.” 

New Board Named 

More than 500 attended the dinner. 
Byron V. Kanaley, member of MBA’s 
Board of Governors, was chairman of 
the nominating committee 

Mr. Kramer, the new CMBA presi 
dent, is vice president of Draper and 
Kramer, Inc., one of Chicago's oldest 
and best known mortgage houses. He 
headed the registration committee at the 
MBA’s Chicago Convention in 1938. 
Other officers elected were: Vice presi 
dent, H. R. Goodwillie, Avenue Realty 
and Mortgage Company, and secretary 
treasurer, Hugh Riddle. 

Directors include: David F. Gladish, 
Western and Southern Life Insurance 
Company; Walter L. Cohrs, First Na 
tional Bank of Chicago; W. V. Carroll, 
Jr., Chicago Title and Trust Company; 
Warner G. Baird, Baird & Warner, Inc.: 
Thomas B. Black, Lake Michigan Mort 
gage Company; Harry A. Fischer, Mu 
tual National Bank of Chicago: H. N. 
Tyson, Jr., Quinlan and Tyson Mort 
gage Corporation; Herman O. Walther, 
First Federal Savings and Loan Asso 
ciation of Chicago; C. A. Zoll, North 
ern Trust Company. 
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OKLAHOMA AND CINCINNATI MEETINGS RESUMED 


Just before the Detroit Convention, 
the Oklahoma Mortgage Association 
held its first Fall meeting in Oklahoma 
City. Principal topics of discussion were 
the effects of war on real estate and the 
financing of real estate—and, of course, 
the forthcoming annual MBA conven 
tion. Oklahoma sent a good representa 
tion to Detroit | st month, including 
Luther M. Miller, Newkirk; H. B. Mof 
fitt, Oklahoma City; W. J. Bashaw, 
J. K. Bewley, Phil Braniff, Rupert I. 
Hall, G. H. Galbreath, Tulsa. 

_ 


* - * 

Cincinnati Mortgage Bankers Associ 
ation likewise resumed its activities just 
before the Detroit Convention. E. W. 
Russell of Fred’k A. Schmidt, Inc., 
president, presided. Cincinnati was rep 
resented at Detroit by E. C. Edmonds, 
Clifford T. Harvout, H. J. Mergler, 
Irwin I. Roth, E. W. Russell, Paul J. 
Vollmar, R. H. Wheat, Lewis A. White, 
James R. Williams and C. B. Burch. 

R. D. Buck Walton, president of the 
Mortgage Bankers Association of Hous 
ton, has become general manager of the 
mortgage loan division of the American 


General Investment Corporation. 
* * x * 


Aetna Life has followed the lead of 
one or two other insurance companies 
in turning to newspaper advertising to 
present the farms it owns to possible 
buyers. The campaign is based on the 
general theme of “Bargain Farms—Giv 
ing the Farm Back to the Farmer.” So 
far the effort has produced an increase 
of 60 percent in sales, the advertising 
trade press reports. The “Opportunity 
Farms” advertising, begun some time 
ago, is also reported to be successful. 

« * & * 

Ideas often spring up at the same 
time in many different minds. George 
W. Drennan’s speech in Detroit last 
month, built on the theme that real es 
tate men and city planners had best try 
to better adapt the automobile to traffic 
conditions which it created if they do 
not wish to see a terrific destruction of 
property values, was also the theme of 
two talks at the Real Estate Board's 
Convention a few days in Los Angeles. 

* * * * 

Parker Webb, real estate authority 
from Boston, said “Guard your parking 
areas and guard them well.” He de 
clared that people will continue to pat 
ronize the big downtown stores but 
there is a definite trend to the suburban 
shopping areas where people can use 
their cars most conveniently. 


George L. Schmutz, valuation engi 
neer, said much the same thing: “Ade 
quate free parking facilities for retail 
customers has become a major determi- 
nant of local value in retail shopping 
districts.” 

* € ok o* 

Likewise, the theme of Robert F. 
Bingham’s address on Uniform Mort 
gage and Foreclosure Laws was echced 
at the U. S. Building and Loan League 
Convention at Atlantic City. Paul En 
dicott, chairman of the group’s Title 
Charges Committee, said the cost of re- 
cording mortgages alone for American 
home owners was around four million 
dollars a year and that this bill could 
be reduced 75 percent. (Mr. Bingham 
estimated 60 percent to 70 percent.) 

This saving could be effected, he 
said, by having uniform laws enacted in 
all the states so that “short form” mort 
gages could be used. The “short form” 
mortgage would contain much less legal 
istic jargon about “the party of the first 
part and the party of the second part.” 
It would merely set forth that the 
lender and borrower agreed to abide by 
a standard contract fixed by state law. 
Such a mortgage, said Endicott, would 
cost “a dollar or less” to file. 

At the Mutual Savings Bank meeting 
Russell M. Daane, chairman of the 
Group’s Real Estate Mortgage Commit 
tee, spoke for modern mortgage and 
foreclosure laws: 

“A great burden in some instances is 
placed upon the borrower by making it 
necessary for lending institutions to 
charge a greater rate of interest or ti 


New CMBA 
President 


Ferd Kramer, new 
head of MBA's 
largest local chap- 
ter and our hosts 
at last year's con 
vention in Chica- 
go where this 


picture was taken 


lend a smaller percentage on security 
than would have been possible had the 
statutes been equitable. There is great 
variance in foreclosure costs and in the 
time necessary to foreclose. 


“In New York state, where 3,500 
cases were analyzed, the average cost of 
foreclosure approximated $490; the 
average time of foreclosure was four 
months. It has been estimated that four 
dollars out of every five dollars spent 
for foreclosure in New York state is a 
kind of legalized waste. Texas has the 
shortest foreclosure t‘me; about 21 days 
is required for publication and the aver- 
age cost of foreclosure is $5.18. Massa- 
chusetts has what has been termed the 
ideal foreclosure procedure. A $5,000 
mortgage can be foreclosed for $30 and 
requires only 60 days to accomplish this. 


“The goal we and other organizations 
are seeking is uniform real estate mort- 
gage procedure and foreclosure law. 
This is an ambitious program and one 
which will require years to accomplish 
just as did the uniform negotiable in- 
struments law. There seems no good 
reason why it cannot meet with equal 


ERRATUM: The picture on page 7 
in the last issue identified H. G. McCali 
as being from Minneapolis. He is from 
St. Paul. The caption also erroneously 
identified J. J. Fehr of the Northwestern 
Mortgage Company of Minneapolis as 
C. J. Claassen. Sorry. 
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FHA Rate Cut 


Been Beneficial? 


© Rate Stays, Should the 


Rate on FHA Debentures Be Increased, 


at Least to the Original 3%? 


= Texas MBA decided during th 
past session f the state leg slature 





t y an Austin attor to 1 
View t bil S$ as t d g 
the Ass ition about th bad ones, a d, 
tr tn | h d ery Da t t i rta 
how s the auth Nas al t fa 
J issed If the autl reall 
meant ser sl ush”™ his | C 
n i nance f | comin J iw ‘ 
S tin sal " he at iNped 
mitt I if | is Gg lay n LY 
enough spoil its chances setting 
through th cu bers legisla 
hinen Wirtl g g t tail 
can Sa hat nothin u Vas hat 
lly tected siness adverse 
It was es yt iK S ra ppea 
inces I tees of the Hous 
ind § it i rs why 
ussociat was sed t ‘rtain 
xosed bills 
Recently a it i las been 
started to try t btain a unit re 
losut LW Ou I s iw 
Texas 1as been ry fa id ind w 
a successfully posed y changes 
in it. After € siderati r ass 
ition decided not to assist in tl ¢ 
ment 1 ror foreclosure iW 
Mar states i\ | ¥ Gelays 
nlet 1 toreclosur After it is h 
i f states Nia ds rt 
demption ning uy i ir and 
re, and any proposed new national 
| W nha he Lc pt S b 
ctw the worst a id th Dest Our law 
is the best we bell hence we prete 
t ry to keep what we have 
The rapidity with which changes 
ha ccurred in the mortgage business 
in th Yast Tew years on s x nd i 
son why those engaged in making real 
estate loans shi uld it intervals 
cuss ir pr bl S al d xcnange sug 
yestions An abundance t s has 
peen th hief fact in driving t s 
rates to an ex sly w le inc S 
ntributed in no small way t 
t iking loans where th irgin oft 
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cost ust be absorbed, of 

> acquisition of loans. After 
they are acquired, they must be properly 
serviced It makes little difference 
I correspondents for life 


suran mpanies or whether we are 
branch fhce representatives. These 
two items st be absorbed and taken 
in account and the amount of net return 
th estor must be given considera 
Certainly the net return is small: 

fact, so small that investors have little 

t irgin wherein losses can be ab 
sorb ind the errors of judgment lived 


lo to help our investors 


think much can be 





\ R. COSTA was president of 
L¥ETexas MBA in 1938-39 and 
this is a condensation of his ad- 
dress at the Association's Con- 
vention in Houston October 28. 
In it he reviews what this active 
local group did during the year 
in legislative work and makes 
some observations on the need 
for fair practices codes. At the 
end he analyzes the FH A’s inter- 
est rate slash and asks if the 
good it was supposed to have ac- 
complished outweighs the confu- 
sion it has caused in the credit 


field. 





1: 4 


ished if those engaged in mak 


accomp!l 
ing loans in each community will meet 
ind discuss their problems and decide 
. “Code of Ethics and Fair Prac 
e idhere to this code rigidly. 
Many will say this can’t be done, but 
is definitely sound and will 


the advantage of all con 


Ipon 


sce 1 
tices and 


in our city, the lending 
contractors, devel 
yards others, 
me half of one percent to 


Right now, 
paying 


neles are 


lumber and fees 


ranging from ¢ 


ne and one half of one percent for 
FHA loans brought to them. Nothing 


to my way of thinking could be more 
unsound than to make such payments. 
These people are not in the mortgage 
business. They are supposed to make 
their profit from another part of the 
operation and to let them receive a loan 
commission is ridiculous. 

At the national convention in Detroit 
[ attended a meeting wherein we talked 
freely of the practices in other cities. 
It appeared that cash commissions of 
from one to two percent were being 
collected on FHA loans in most places; 
and in one or two cities they were being 
made without any cash commissions. 
Texas seemed to be the only place 
where the lending agencies were paying 
for loans. 

The lower we permit interest rates 
to be driven the more we must realize 
that our participation must necessarily 
be smaller. If it gets any smaller, the 
future of our business is dismal indeed. 

After spending practically all of my 
business life in the mortgage loan busi 
ness, | am not able to point to any large 
personal fortunes accumulated from 
mortgage loan operations. 

Everyone who has FHA loans on their 
books has experienced a great deal of 
trouble since rates were reduced from 5 
percent to 4/4 percent. Certainly it has 
caused many borrowers to ask for re 
ductions in rate. Many investors have 
made reductions, thinking it the most 
expedient thing to do. If rates are not 
changed, borrowers seem to find other 
lending agencies who will welcome re 
newing and extending their loans. It 
now appears that some provision should 
have been made in the FHA program 
to at least partially protect the investor 
from loss. I mean by this that the pres 
ent 1 percent penalty all goes to FHA 
and nothing to the mortgagee. Surely 
it costs any lending agency something 
to put a loan on its books; and if it 
doesn’t remain there a reasonable time a 
loss is sustained. After all, the investor 
agrees to loan the money for periods up 
to 20 and 25 years and has no method 
of requiring a borrower to pay anything 
further than the agreed monthly liqui 
dation. But the borrower can, if it suits 
his pleasure, make the investor take his 
money without reimbursing him for 
time and expense incurred in the acqui 
sition of the loan. 


(Continued page 7, column 1) 
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EXCITED 

HOLC is excited about its campaign 
to “defend home owners from hidden 
second mortgages illegally forced on 
them by money lenders.” The agency 
has already gone to court in more than 
one hundred instances in this regard. 
Col. Harold Lee, general counsel, is 
urging HOLC clients who executed sec 
ond mortgages in the belief they owed 
money to original mortgage holders, to 
communicate with the agency. 

* * *& x 

New life insurance production in 
September was down nearly 2 percent 
but up nearly 3 percent for the first 9 
months, a survey of forty leading com 
panies shows. New business for these 
companies in the first nine months was 
nearly 5!/ billion dollars. 

War casualty in Canada: the Central 
Mortgage Bank for the Dominion has 
been put on ice for the duration of the 
conflict. 


HAS FHA RATE CUT 
BEEN BENEFICIAL? 
(Continued from page 6) 

Certainly an FHA 4!42 percent loan 
is less desirable than a 5 percent loan, 
and it is conceivable that the flow of 
money from institutional investors will 
be reduced. This would retard rather 
than stimulate building activities. If the 
FHA program cannot be changed and 
the 5 percent rate reinstated, then to 
offset other objections, it seems the gov 
ernment could and should increase, at 
least to the original 3 percent, the in- 
terest to be obtained on debentures 
issued by FHA in case of foreclosure. 
The present schedule is 234 percent. 


“AMERICA BUILDS” 

A Record of the PWA 
It doesn’t make any difference what you think of PWA—or for that 
matter any other government activity in building—you will enjoy review- 
ing this interesting 298 page book. It is a record, with pictures and statis 
tics, of what PWA did between July, 1933 and March, 1939. And exactly 
what did PWA do? From this record it appears that the agency financed 
the construction of more than 34,500 projects—schools, airways beacons, 
bridges, dams and whatnot—costing a total of more than 6 billion dollars! 
You will probably be surprised to read that 70 percent of all educational 
buildings that went up in this period of nearly six years were PWA proj- 
ects. You can get the book for 70 cents from the Superintendent of 


Documents. Ss 


“FT. WAYNE’S 49 FAMILIES” 


by Karl Detzer in “Reader’s Digest” as condensed from “The Rotarian” 
If you missed reading one of the accounts of the interesting low cost hous- 
ing development undertaken in Ft. Wayne, Ind., under the leadership of 
William B. F. Hall which has appeared this year, read this one. It is a 
“popular” account; for a mortgage man’s version see the issue of Insured 
Mortgage Portfolio describing the venture. Detzer says that “enthusiasts 
point to the Ft. Wayne experiment as ‘the’ answer to housing for the poor- 
est families. Opponents denounce the project as uneconomic and sub- 
standard. FHA states that maybe other cities can apply the method, maybe 
not. But most non-technical observers feel that young Bill Hall was right 
when he decided that building houses for the very poor was a better job 
than raking leaves.” = 2 


“HOW CAN WE SOLVE THE HOUSING RIDDLE?” 
by Robert L. Davison in October “Dun’s Review” 
Mr. Davison is director of housing research of The John B. Pierce Foun- 
dation and is considered one of the country’s best-informed men on the 
subject. In this article he attacks the subject in much the same way recent 
publicity from the Federal Home Loan Bank Board does—namely, that 
the bulk of the building we are doing today is for the higher income 
groups. We're ignoring the great mass market. Government subsidies 
alone will never solve the problem of low cost housing for low income 
groups, he says. There just isn’t that much money available. An interest- 
ing article full of reliable convincing statistics. 
* * * 


“OUR FARM LANDS CAN BE GOOD INVESTMENTS” 
by Richard Cole in October “Nation’s Business” 
On the back page of this issue is a picture of C. J. Claassen, president of 
the Farmers National Company of Omaha, attending the Detroit Conven- 
tion. Turn to page 28 of this month’s Nation's Business and read the story 
of Mr. Claassen and his organization which manage 860 tenant farms. 
It’s a $15,000,000 operation employing 4500 people. Farms managed by 
this company must be good investments—otherwise people wouldn't want 


to buy farms just to get them under Farmers National supervision. 


“SERVICING OF FHA-INSURED MORTGAGES” 

by Melvin F. Lanphar in October “Portfolio” 
Not long ago, Mr. Lanphar, who is a member of MBA, wrote an inter- 
esting article for us on his experiences in mortgage advertising. He takes 
up his pen again, this time for FHA’s Insured Mortgage Portfolio, to 
describe the system his firm in Detroit uses for servicing a large volume 
of loans. The article, while not long, goes into detail as to the various 
forms and operations and is illustrated with pictures of certain ledger 
sheets. 
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TEXAS MBA MEET 
HELD IN HOUSTON 


Texas 


} 


The 1939 convention of the 
rage Bankers Ass« 
uston on October 

MBA 


Vere 1n 


ciation was held 
28th, with the 
hosts. More 
attendance. After the 
narks by R. D. Buck Wal 
n MBA head, and the report 
ind treasurer, T. A 
Aubrey M. Costa, 


| 
playing 


secretary 
7 
I Dallas. 
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dove 


a 
the 


Left picture 


BANKER 


taDie 


a at the Stag dinner: C. W. Kistler, C. ]. Claassen 
» Farmers National Co. of Omaha, Reade M. Ireland and 


C. W. Mead. 


left to right, S. J. Christie, Detroit HOLC regional 
lirector; Charles W 


Collins. HOLC regional manager in Chi- 


cago, Earl K. Akey and Roland R. Hockett 


president of Texas MBA, made an ad- 
of which are published on 
the opposite page. 

Col. W. B. Bates, Houston attorney, 
spoke on “Effect of Real Estate License 
Law with Regard to Mortgage Lenders” 
and I. Friedlander of Houston, chairman 
of the Advisory Council of the Fed 
eral Home Loan Bank Board in Wash 
ington, D. C., spoke on “What Lies 
Ahead in the Mortgage Business.” 

Following that, MBA President Byron 


T. Shutz made his initial address since 


dress, parts 


his election last month, followed by 
“Highlights of the National Conven- 
tion” by MBA’s new board member 
from Houston, Allyn R. Cline. 


The program was concluded by a 
short talk by George H. Patterson, 
MBA Secretary-Treasurer, and an open 
forum discussion led by R. N. Gay of 
Houston. An outline of the group's pro- 
gram for 1940 and election of officers 
followed. Entertainment features in- 
cluded a luncheon at the Rice Hotel and 
a buffet dinner that night. 








